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June 19, 1957 

MEMORANDUM 

Tog Mr. Robert B . Wright, Chairman 

EDAC Working Group III 

From? Russell W. Hale, MDAC Member 
EDAC Working Group III 

Subjects The Working Group III Work Program 

TTT ED t^ ?“ 1 !I /lla la±d d0Wn a number of tasks for Working 

uroup in. it is the purpose of this memorandum to suggest that the 

Working Group initiate work on some of these general assignments and 
consider undertaking certain other tasks within the scope of its competence. 

. . W S uld su Sgest that the Working Group turn its attention first 

to two oi the four major assignments of the Work Programs 

Closer .association with NATO and other security alliances . 

as f dg ™ ent Tor Working Group III is discussed in paragraph 16 
hich stipulates that Working Group III should review and revise Staff Study 
No. Ill prepared by the CFEP Drafting Group. y 

„ + .u® 4 !. s ^ esi ? 8 that WoI ”king Group III be convened within the 

next month with this item placed on the agenda. At this meeting specific 
arrangements and timing could be established by which this review can 
proceed, unless good reasoh is offered and accepted by the group for 
further postponing this assignment, 

Pree W orld resistance of Soviet economic penetration . 

ta+inn nf J a 5 agraph , 18 the Work Program is directed to the implemen- 
tation of the agreed policy of encouraging “free-world countries to 

e °? nomdc penetration and to avoid excessive dependence on 
trade with the Sino-Soviet bloc", and its corollary of fostering "the 
development of necessary markets and sources of supply within the free world", 

ava , la| , J° T d Y 01 ? 3 ^ Group 111 is asked t0 insider the tools 
bl % t0 ED ^° f °f fosterin g development of free-world markets and 
sources of supply and the manner in which EDAC might participate in 
encouraging free-world resistance, etc. The Working Group isasked to 
prepare recommendations for action on these subjects. MDAC therefore 
suggests that at the next meeting the Working Group consider how the 
above-mentioned examinations can best be undertaken. 
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The selection of these two assignments as starting points doe*? 
not necessarily imply an MDAC judgment of their greater importance as 
compared with the other two assignments (paragraph 13 and paragraph 1?) # 

It seemed rather that a review of a specific existing policy proposal 

conceSTparSraph ° f lon g- stendin g ^ of ^"current 

(paragraph 18) might serve as appropriate starting points Alnrw 

with these basic assignments, MDAC suggests that the Working Group might 

also consider a third task _ one of active current intjr“t. P 8 

w ® have read, on May 7 Khrushchev presented to the Supreme 
a r} ess demoralized organization of the industrj of 

T ? 0Se proposals W9re apparently less sweeping than 
suggested by the earlier discussions and by the report of the Pent-ral 
Committee and Council of Ministers published March 30. (See IR IntelH- 

fpecificallv 2099 !^ 15 2 + 2 2 #) The Plan Whi0h Khr ushchev presented 
specifically excluded most key heavy and defense industries. Nevertheless 

considerable adjustments in the organization of industry are being projected 

. Among other things, the reorganization seems to reflect manv 
chronic and some acute economic difficulties which the Soviet Bloc is 
currently experiencing. This raises a gain the question which has often 
been touched upon in economic defense considerations but which has never 
ully been explored. It is the problem of determining whether and how the 
economic defense program can be applied so as to aggravate difficulties 
and dislocations which Soviet industry experiences in the course of its 
economic development, thus making that development more costly to the 
Kremlin. It has often been contended that a fluctuating control policv 
(sometimes called "whip-lash") could have a considerable taScf if i^ 
were found possible to develop and apply such a technique. 

MDAC is not proposing that Working Group III recommend I'nnmraHmo 
ta the economic defense program, especially at this time. Nevertheless 

®“l Ss S in ha tL 3 SsI R °fb th 1 e dr Stl0nS h J El£Li S hted by tha current economic 
u«veiopmenT.s in the USSR should be examined in the context nf a . mm , 4 n 

thfUeR POl i C ?‘ ?? AC j fcherefare suggests that Working Group III (through 
the Research Panel) ask the intelligence community to consider whether^he 

measures afford a departure point for an ^to-date 
review of the various sectors of Soviet industry which might indicate 

tTtl s^HifSuitSr 0 defense progra " could be applled 30 

T In any event, I believe it would be desirable for Working Group 

Stilateral Chi^ 6 * nd , ° th ? r recent developments, such as the revised 
multilateral China controls, to ascertain whether they afford a noss-ih-iH+v 

Sfe^:^o^mf eSh aPPr0MhSS t0 tha ^-ntationVrecoSf Ulty 
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